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SUBJECT: HRA/ Househol d Incone Limt Inflation Adjustnent

SUMVARY

This bill would adjust for inflation, since 1977 and then annually, the househol d
i ncome ampunts used to determine eligibility and the anount of assistance for
claimants of the Honeowners and Renters Assistance program

EFFECTI VE DATE

This bill would be effective January 1, 1999, and specifies that it would be
operative with respect to assistance provided after June 30, 1999.

PROGRAM HI STORY/ BACKGROUND

Since 1968, California has provided relief to senior citizens in the form of
property tax assistance. In 1977 the program was extended to renters and was
based on a property tax equival ent ampbunt estimated to be paid by renters.

Begi nning in 1979, totally disabled honmeowners and renters, regardl ess of age,
becane eligible for the program This programis called Honmeowners and Renters
Assi stance (HRA) and is adm nistered by the Franchi se Tax Board (FTB).

SPECI FI C FI NDI NGS

The assi stance amount under the HRA programrepresents a partial reinbursenment of
the previous fiscal year's property taxes on personal residences paid directly by
honmeowners and indirectly by renters. For renters, a paynent of $250 in property
tax is assumed. Relief for homeowners and renters is based on a certain
percentage of the property tax. This percentage varies inversely to the
applicants' income |evels and ranges from4%to 96%

To be eligible for assistance, the claimant's total household inconme for the
prior cal endar year cannot exceed $13,200. Total household incone consists of
adj usted gross incone (as conputed for tax purposes) increased by nontaxabl e

i ncome including social security, cash public assistance, pensions and annuities
(not otherw se taxable), unenployment insurance, tax-exenpt interest, life
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i nsurance proceeds, gifts in excess of $300, and worker's conpensation payments.
Al so, the gross househol d i ncone cannot exceed $24,000. G oss househol d i nconme
is total household inconme plus all non-cash busi ness expenses such as

depreci ation, anortization, and depletion

Claimants may file for assistance from May 15 through August 31, inclusive.
However, the FTB may accept clains through June 30 of the year follow ng that for
whi ch assistance is claimed, given certain extenuating circunstances such as
docunent ed nedical disability during the normal filing period. It takes up to 15
weeks to process a claim

This bill would require that all incone levels eligible for assistance under
current law be nultiplied by 2.51 for assistance provided after June 30, 1999,
and before Cctober 31, 1999, meking the maxi numtotal household i nconme eligible
for assistance $33,132. The 2.51 nultiplier represents the increase in inflation
since 1977. The bill would then require annual increases to reflect inflation.

This bill would apply inflation adjustnment factors to both the gross household
income imt and the total household income |imt of the HRA program The

i nflation adj ustnment woul d be based upon the larger of the California Consuner
Price Index for all Urban Consunmers or for Urban Wage Earners and Clerica

Wor kers.

This bill would require the California Departnment of Industrial Relations to
transmt to the FTB on or before March 1 of each year the percentages of increase
in the California Consuner Price Indexes for all Urban Consuners and the Urban
Wage Earners and Clerical Workers.

| npl enment ati on Consi derati ons

C ains for assistance may be made between May 15 and August 31. This bil
woul d annual ly adjust for inflation the gross household inconme figure that
applies with respect to assistance provided the following July 1 through
Cctober 31, inclusive. The adjusted income ampbunts should be effective for
all clains filed in a given year, including late-filed clainms. Wthout such
a provision, forms would not be correct for early filers (May 15 — July 1)
or late filers.

This bill would require adjustnments using percentages of increase in two
California Consuner Price | ndexes which are different fromthe i ndex used to
adj ust the incone tax brackets; personal, dependent, elderly, and blind
exenption credits; and the standard deducti on.

This bill would allow the California Departnment of Industrial Relations
three nonths for the information to be transmtted to the FTB. The HRA
bookl ets go to press no later than the mddl e of March each year. This
schedul e woul d al | ow about 15 cal endar days for preparation, proofing,
conversion, and review of forns before publication and may jeopardi ze the
departnent’s ability to neet booklet printing and distribution deadlines.
Reducing the time frame for the California Departnment of Industrial

Rel ations to transnmit the information to two nonths (the period currently
al lowed for transmission of the inflation factors) would alleviate this
concern.
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FI SCAL | MPACT

Departnmental Costs

There woul d be no significant departnental costs once inplenentation
concerns are addressed.

Tax Revenue Esti mate

It is estimated that this bill would result in revenue | osses as shown in
the follow ng tabl e:

Revenue | npact of Indexing HRA Incone Limts
Ef fective Begi nning on and After June 30, 1999

$ MIlions
1999-0 2000-1 2001-2
($ 5) ($ 5) ($ 5)

This estimte does not take into account any change in enpl oynent, persona
i ncome, or gross state product that mght result fromthis bill

Tax Revenue Di scussi on

The revenue inpact of this bill would depend on the nunber and incone
distribution of qualified claimants. This estimte was based on historica
data for the current HRA program extrapol ated to match Census data and
return information for the additional residents who would qualify under the
new y proposed incone limts. About 20,000 California homeowners filed for

property tax assistance anounting to about $1.8 million during cal endar year
1995. This bill would increase assistance to that group by slightly over
$2.5 mllion annually. In addition, raising the incone limts would

i ncrease the nunmber of claimants by about 15,000 additional honeowners who
do not qualify under current law. The assistance to the newly qualified
honmeowners woul d anpbunt to over $2 mllion annually.

(Note: Apparently a substantial nunber of people could qualify for the HRA
program but for whatever reason or reasons seemnot to apply. Anecdota
information indicates that, in many cases, assistance anpunts do not justify
the amount of tinme necessary to file a claim e.g. six hours of effort for
assi stance anobunting to $20. This suggests that if the filers qualified for
a larger anpunt, there m ght be a sizable increase in the nunber of
claimnts.)

The 2.51 adjustnent in the first year reflects the estimted inflation
adjustnent in the California CPlI for the period 1977 through 1998.
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